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I .  INTRODUCTION 


The  management  of  any  enterprise  relies  heavily  on 
information  systems  and  this  is  certainly  true  for  hospitals 
and  health  care  institutions.  Among  the  myriad  of  data  that 
is  used  for  management  decisions  in  health  care,  financial 
data  seems  to  lead  the  field.  A  manager  who  is  successful  will 
find  financial  information  absolutely  essential  for  continuous 
and  alert  awareness  to  conditions  and  situations  affecting 
operation  of  the  enterprise.^  Gaining  this  essential  awareness 
can  take  many  forms,  such  as  through  personal  observation, 
through  contact  with  various  employees  and  business  contacts, 
through  the  study  of  financial  and  statistical  reports,  or 
through  outside  audits  and  internal  studies.  The  written 
report,  however,  is  the  principle  vehicle  for  transmitting 
financial  data  to  managers  in  order  to  make  business  decisions. 

The  American  Hospital  Association's  publication  of 
Uniform  Chart  of  Accounts  for  Hospitals  addresses  the  many 
social,  economic  and  scientific  changes  that  have  occurred  in 
the  past  several  decades  which  have  complicated  information 
needs  and  the  methods  to  integrate  them.  They  stress  the 
importance  of  developing  new  methods  to  gather  and  disseminate 
quantitative  data  with  a  greater  emphasis  on  the  utilization  of 
this  information.^ 
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This  Graduate  Research  Project  (GRP)  focuses  on  the 
management  information  system  known  as  the  Uniform  Chart  of 
Accounts  (UCA)  which  was  developed  following  a  joint  study  of 
the  military  health  care  system  in  August  of  1973.  The  UCA 
system  is  currently  in  use  at  all  DOD  military  fixed  health 
care  facilities. 

The  hospital  industry  today  is  very  complex  and  the 
administration  of  its  resources  is  a  key  to  the  successful 
application  of  management  skills.  Beyond  the  principal  objec¬ 
tive  of  providing  quality  care  at  optimal  cost  are  many 
objectives  that  are  considered  crucial  to  the  successful  opera¬ 
tion  of  a  health  care  facility.  Certainly,  one  of  the  most 
important  objectives  is  the  financial  one  of  assuring  continued 
viable  operation  from  a  fiscal  standpoint. 

The  utilization  of  financial  and  statistical  information 
is  critical  to  the  foundation  for  planning  decisions.  Although 
hospitals  operate  differently  as  to  sources  of  income  and  type 
of  care  provided,  the  use  of  a  common  or  universal  accounting 
classification  allows  for  a  comparative  standard  of  measuremenv.. 
It  is  in  this  manner  that  comparability  of  information  becomes 
a  positive  factor  in  defending  fiscal  policy  and  cost 
determination . 

A  uniform  chart  of  accounts  has  been  in  existence  for 
many  years.  Its  principal  use  has  been  in  the  civilian  sector. 
However,  UCA  for  the  military  was  really  born  as  a  result  of 
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the  1973  study  of  the  military  health  care  system. 
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Background 

A  background  is  considered  essential  in  understanding 
the  history  which  brought  Uniform  Chart  of  Accounts  into 
prominence  in  the  military  sector  as  well  as  what  this  manage¬ 
ment  information  system  was  designed  to  do. 

The  Office  of  Management  and  Budget,  the  Department  of 
Defense,  and  the  Department  of  Health,  Education,  and  Welfare, 
acting  on  a  mandate  from  the  President,  initiated  a  joint 
study  of  the  military  health  care  system  in  August  1973.  The 
four  principal  concerns  providing  the  impetus  for  this  study 
were; 

(1)  Anticipated  physician  shortages  associated  with 
ending  the  draft. 

(2)  Increased  overhead  and  support  costs  throughout 
the  Department  of  Defense. 

(3)  The  quality  of  systems  for  planning,  management, 
and  evaluation. 

(4)  The  social  equity  of  military  medical  care  and  its 
compatibility  with  national  health  care  objectives. 

Following  an  intensive  2h  year  effort,  the  study  was 
published  in  December  1975.  It  contained  nine  major  recommend¬ 
ations  for  more  effective  and  efficient  delivery  of  military 
health  care  services  in  the  continental  United  States  (CONUS) 
fixed  military  medical  facilities  during  peacetime.  From  these 
recommendations  came  the  need  for  a  uniform  data  system  within 
the  three  military  medical  departments.  The  following  specific 


findings  were  reported; 

(1)  Separate  and  independent  information  systems  and 
data  bases  are  maintained. 

(2)  Different  interpretations  of  the  definitions  of 
common  data  elements  are  made. 

(3)  Inconsistencies,  definitional  problems,  and 
noncomparable  inputs  provide  three  divergent  output  modes. 

(4)  Valid  comparisons  of  systems  operations  cannot, 
therefore,  be  made. 

In  developing  the  UCA,  consideration  was  given  to  the 
c^rsting  accounting  and  reporting  systems  that  are  in  place  and 
functioning  within  the  military  medical  departments.  Differences 
in  military  missions,  system  sizes,  hospital  sizes,  fiscal  and 
financial  structures,  reporting  authorities,  reporting  require¬ 
ments,  and  other  distinguishing  factors  were  taken  into 
consideration.  In  considering  an  integrated  military  accounting 
and  reporting  system,  the  following  components  were  identified 
as  essential: 

(1)  Uniform  Chart  of  Accounts 

(2)  Performance  measurement 

(3)  Reporting 

The  UCA  is  a  system  of  cost  accounting  and  expense 
reporting  that  provides  management  with  a  basic  framework  for 
responsibility  accounting  and  the  flexibility  to  categorize 
financial  information  of  functional  activities  that  may  cross 
organizational  lines. 

To  establish  a  uniform  financial  reporting  procedure. 


it  is  necessary  to  identify,  define,  and  divide  activities  and 
services  into  functions  so  that  the  expenses  can  be  accumulated 
and  repoiced  on  a  uniform  functional  basis  in  a  consistent 
manner  by  reporting  entities.  The  two  most  important  uses  of 
financial  and  work  performance  data  are,  first,  to  aid  manage¬ 
ment  in  its  operation  of  medical  treatment  facilities  and, 
second,  to  help  the  military  medical  departments  to  be  able  to 
comply  with  legal  and  fiduciary  responsibilities.  For  the 
most  part,  appropriate  fund  accounting  systems  fulfill  the 
latter  requirement  while  this  system  satisfies  the  former 
requirement. 

One  consideration  in  the  development  of  the  UCA  was  the 
need  for  its  usability  by  all  echelons  of  management,  and  the 
need  for  expense  and  performance  data  consistency  despite  the 
diverse  organizational  structures  of  the  military  medical 
facilities.  Another  consideration  was  to  provide  a  general 
comparability  and  consistency  with  civilian  health  facilities' 
cost  grouping  practices.  As  a  management  tool,  the  UCA  has  no 
local  system  constraints,  such  as  data  arrays  and  report 
formats.  Individual  medical  treatment  facilities  have 
flexibility  and  can  design  systems  to  accommodate  their  own 
organizational  structures  and  management  reporting  needs. 

The  UCA  is  designed  to  record,  accumulate  and  report 
information  regarding  expense  (cost  incurred)  and  workload 
(output)  of  specific  and  aggregate  functions  performed  in 
military  medical  treatment  facilities.  Since  the  UCA  can  be 
the  basis  of  an  effective  information  system,  it  is  important 


that  expenses  and  workload  are  identified  with  the  proper 
function.  Financial  accounting  procedures  should  be  established 
to  ensure  that  accurate  and  complete  records  of  cost-incurred 
transactions  are  maintained.  Similarly,  the  work  performance 
measures  must  be  subject  to  rigorous  and  disciplined  accumula¬ 
tion  process.  In  this  way,  the  users  will  accept  the  data  as 
reliable  and  relevant. 

Increased  concerns  about  defense  expenditures,  the 
national  focus  on  the  escalating  cost  of  health  services,  and 
the  belief  that  management  of  the  military  health  service 
system  can  be  improved  suggests  that  a  single  accounting 
system  is  necessary.  The  use  of  uniform  accounting  classifica¬ 
tions,  uniform  methods,  and  workload  definitions  provide  a 
common  standard  measurement  and  makes  comparisons  more  meaning¬ 
ful.  Not  only  will  comparisons  among  similar  Army,  Navy  and 
Air  Force  medical  treatment  facilities  be  possible,  but 
comparisons  with  the  civilian  health  sector  will  be  facilitated. 
The  following  benefits  are  expected  to  result  from  the 
appropriate  use  of  the  UCA: 

(1)  Cost  awareness. 

(2)  More  current,  accurate,  and  complete  expense 
information. 

(3)  Expense  assignment  to  the  work  center  that  incurs 
the  cost  and  performs  the  service. 

(4)  Cost  effectiveness  evaluation. 

(5)  More  effective  decision-making  when  cost  or 
performance  is  a  factor. 
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(6)  Better  comparisons  among  DOD  military  medical 
facilities  and  with  the  civilian  health  sector. 

(7)  Reliable  and  relevant  management  information 

system. 

The  UCA  for  military  medical  treatment  facilities  and 
the  related  reporting  system  allow  for  a  common  standard  of 
measurements  and  communications.  By  providing  uniform  and 
consistent  measurements  and  communications,  the  Department  of 
Defense  and  the  DOD  Components  are  in  a  position  to  make  better 
decisions  on  the  operating  activities  of  the  military  health 
care  delivery  system.  Thus,  the  objectives  of  the  UCA  are  to 
provide: 

(1)  A  single  tri-service  chart  of  accounts. 

(2)  Common  definitions  for  workload,  cost  elements, 
and  work  centers. 

(3)  A  basis  for  management  reports. 

(4)  A  means  of  measuring  performance  for: 

(a)  Internal  comparisons. 

(b)  Interservice  comparisons. 

(c)  Intraservice  comparisons. 

(d)  Civilian  sector  comparisons. 

(5)  A  mechanism  to  measure  efficiency  and  cost. 

(6)  A  common  mechanism  for  the  assignment  of  overhead 
and  ancillary  service  expenses. 

The  end  product  of  the  UCA  is  a  substantial  data  base  of 
information  and  a  Medical  Expense  and  Performance  Report  (MEPR) . 

The  MEPR,  as  a  summary  of  the  data  base,  represents 


what  the  Military  Departments  and  DOD  representatives  have 
decided  would  be  the  most  useful  at  their  respective  levels. 

To  create  a  viable  information  system  and  one  that  is  responsive 
to  existing  requirements,  each  health  care  delivery  organization 
must  identify  the  data  essential  to  satisfy  its  particular 
management  needs  and  develop  the  reporting  requirements  to 
supply  that  data. 

Conditions  That  Prompted  the  Study 

It  appears  that  the  implementation  of  Uniform  Chart  of 
Accounts  in  the  military  sector  was  not  greeted  with  enthusiasm 
by  those  activities  which  were  responsible  for  actual  implement¬ 
ation.  This  impression  was  initially  based  on  a  discussion 
with  a  group  of  fiscal  officers  at  the  time  of  implementation 
briefings  in  California  for  all  Navy  commands  on  the  West 
Coast  and  in  the  overseas  Pacific  areas  in  late  1977.^ 

Following  this  briefing.  Navy  Commands  had  difficulties  in 
implementation  for  various  reasons.  Among  them  were  impressions 
that  milestones  were  unrealistic,  data  gathering  was  a  cumber¬ 
some  task  that  had  to  be  done  manually,  no  additional  staffing 
or  funding  was  provided  for  this  new  task,  and  that  there  was 
little  understanding  and  support  by  top  management  personnel. 
After  what  appeared  to  be  much  foot-dragging  by  the  Navy,  full 
implementation  of  the  Uniform  Chart  of  Accounts  System  was 
accomplished  within  the  military  health  care  system. 

The  result  of  full  implementation  of  UCA  has  not 


significantly  benefited  the  local  commands  to  date  according  to 
recent  informal  conversations  with  many  military  health  care 


This  is  surprising 


administrators  and  financial  officers.^ 
since  the  benefits  expected  are  stated  as  follows; 

(1)  Cost  awareness. 

(2)  More  current,  accurate,  and  complete  expense 
information. 

(3)  Expense  assignment  to  the  work  center  that  incurs 
the  cost  and  performs  the  service. 

(4)  Cost  effectiveness  evaluation. 

(5)  More  effective  decision-making  when  cost  or  per¬ 
formance  is  a  factor. 

(6)  Better  comparisons  cunong  military  medical 
facilities  and  with  the  civilian  health  sector. 

(7)  Reliable  and  relevant  management  information 

system. 

Several  reasons  that  many  commands  do  not  realize  these 
benefits  are  that; 

(1)  The  UCA  system  only  reports  expensed  costs  by 
function  in  an  after-the-fact  (historical)  summary.  Because  of 
the  time  delays  associated  with  computer  downtime  and  errors, 
coupled  with  a  submission  date  90  days  after  the  data  is 
collected,  the  data,  at  best,  is  3  to  6  months  old  by  the  time 
the  printout  is  received  back  by  the  local  activity.  Local 
processing  of  the  data  would  improve  on  this  problem,  but  has 
not  been  addressed. 

(2)  Until  UCA  is  more  widely  known  throughout  the 
local  commands,  accuracy  of  the  data  is  subject  to  question. 

The  UCA  is  frequently  viewed  as  a  necessary  evil  and  the 
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incentive  to  provide  accurate  data  input,  in  the  absence  of 
feedback,  is  not  considered  very  strong. 

(3)  Cost  comparability  with  other  reporting  activities, 
if  being  done  by  higher  authority,  is  not  shared  with  local 
commands.  Cost  comparability  studies  of  the  civilian  sector, 

if  being  done,  is  also  not  shared. 

(4)  Internal  cost  comparisons  comparing  data  in  two 
quarters  that  are  significantly  out  of  date  by  the  time  the 
comparisons  can  be  done,  is  viewed  as  of  little  value  in 
dynamic  decision  making. 

The  perception  (by  a  majority  of  hospital  administrators 
queried)  that  the  benefits  of  the  UCA  are  not  being  realized, 
was  the  primary  condition  that  prompted  my  choice  of  this  area 
as  a  Graduate  Research  Project. 

A  secondary  condition  that  prompted  this  study  was  that 
these  same  administrators  voiced  a  concern  that  the  UCA  is 
not/was  not  marketed  or  structured  well.  Several  informal 
telephone  inquiries  preliminary  to  this  project  revealed  that 
the  quarterly  printout  received  from  the  Automated  Data  Services 
Center  in  Bethesda  was  never  seen  by  top  management  personnel 
including  the  Commanding  Officer.  When  asked  why,  the  most 
typical  reply  was  that  it  was  too  voluminous  in  format  and  not 
readily  understandable  or  translatable.  One  study  which 
addresses  the  presentation  of  data  to  managers  stated  that  the 
presentation  of  the  data,  by  itself,  is  not  adequate.  Something 
must  be  done  to  simplify  UCA  output  and  make  it  useful  to 
managers  who  are  not  always  expert  in  reading  and  interpreting 
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financial  reports.®  Another  author  feels  that  the  following 
standards  should  apply  in  presenting  data  to  top  management 
officials: 

(1)  Someone  with  an  accounting  background  should 
analyze  and  interpret  the  data. 

(2)  It  should  be  presented  where  it  has  the  most  value 
for  decision  making. 

(3)  The  format  should  be  such  that  a  minimum  amount 

7 

of  time  IS  required  to  comprehend  it. 

Again,  preliminary  contacts  with  commands  reveal  that 
these  standards  are  not  the  norm  at  most  activities  and  the 
data,  when  presented,  is  in  a  voluminous,  unedited  format. 

It  is  possible  that  the  quarterly  printout  from  UCA  is 
not  designed  to  benefit  local  commands  but  is  intended  for  use 
by  Department  of  Defense  only.  If  so,  it  is  not  clearly 
addressed  in  the  UCA  Users  Manual,  and  is  a  serious  design 
flaw.  If  this  is  the  case,  the  report  may  simply  be  a 
verification  that  UCA  input  data  from  the  local  command  was 
received  in  the  proper  format  without  errors.  The  UCA  Users 
Manual  does,  however,  suggest  that  since  there  are  no  local 
systems  constraints  such  as  data  arrays  and  report  formats, 
that  local  commands  are  free  (and  encouraged)  to  design  their 
own. 


Summary  of  Conditions  Prompting  the  Stud\ 


(1)  Initial  unpopularity  of  the  Uniform  Chart  of 


Accounts. 


(2)  Lack  of  benefit  to  local  commands. 

(3)  Lack  of  awareness  of  Uniform  Chart  of  Accounts  by 
management  personnel. 

(4)  Retrospect  nature  of  the  data. 

(5)  Voluminous  format  of  the  data. 

(6)  Difficulty  of  interpretation  of  the  data. 

(7)  Lack  of  feedback  to  providers  of  the  data  within 
the  local  command. 

(8)  Lack  of  locally  developed  management  reports  using 
UCA  input  data  for  computer  printout  data  as  a  data  base. 

Related  Literature 

In  interviews  with  financial  officers  in  selected 
hospitals,  one  author  found  an  attitude  aunong  some  that 
finamcial  reports  were  not  as  valuable  as  they  could  have  been 
because  of  the  financial  illiteracy  of  the  recipient  of  the 
report.  This  certainly  supports  the  difficulty  perceived  by 
local  commands  in  understanding  the  format  of  the  Uniform  Chart 
of  Accounts  reporting  system.  These  same  financial  officers 
were  unanimous  in  their  comments  on  the  frequency  of  financial 
reports  and  felt  that  the  information  should  be  timely  and  on 

Q 

an  "as  needed"  basis.  The  Uniform  Chart  of  Accounts  quarterly 
report  does  not  seem  to  fit  this  criteria. 

According  to  another  source,  format  for  reports  are 
critical  to  the  manager's  ability  to  understand  them.  The 
arrangement  of  information,  underscoring  exceptions  or  abnormal 
situations,  give  managers  key  facts  upon  which  to  make  a 
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decision.^  Managers  make  decisions  essentially  based  on  past 
information,  current  information  and  predicted  (future)  informa¬ 
tion.  Usually,  financial  reports  fall  into  one  of  these  three 
categories.  The  UCA  utilizes  past  performance  reporting  and 
thus  is  retrospective  in  nature.  This  is  considered  a  limita¬ 
tion  to  the  usefulness  of  the  data  to  a  decision-making  manager. 

This  author  also  felt  that  more  condensation  of  reports 
could  be  useful  including  wider  usage  of  graphic  presentations 
and  highlight  reports  where  trends  and  deviations  were  more 
important  than  showing  absolute  dollars  and  cents  accuracy.^® 

Another  study  conducted,  by  the  Catholic  Hospital 
Association  in  1965  was  interesting.  Their  intent  was  to 
develop  a  manual  to  give  certain  guidelines  (in  plain  language) 
which  would  aid  hospital  administrators  in  their  ability  to 
comprehend  quantitative  data  in  order  to  better  exercise 
control  of  financial  activitias.^This  Graduate  Research  Project 
has  a  similar  objective  regarding  locally  prepared  reports 
using  UCA  input  data  and  the  quarterly  report  prepared  in 
Bethesda. 

In  reviewing  the  literature,  the  researcher  found  a 
myriad  of  information  concerning  technical  preparation  of 
financial  reports  in  the  traditional  accounting  formats. 
Principally,  these  formats  were  designed  for  couimunication 
among  accountants  and  financial  experts  and  were  not  particu¬ 
larly  useful.  In  most  instances,  the  information  was  not 
hospital-specific,  although  this  did  not  detract  from  the 
purpose  of  the  review.  It  was  not  surprising  that  very  little 


14 


in  this  sector  was  productive. 

Statement  of  the  Problem 

The  problem  is  to  determine  the  best  way  to  design  a 
uniform  management  report  that  will  provide  meaningful  informa¬ 
tion  feedback  to  commanding  officers  and  individual  departments, 
using  the  UCA's  Medical  Expense  and  Performance  Report  (MEPR)  as 
the  data  base. 


Methodology 

Because  of  the  aforementioned  perceptions  within  the 
military  sector  concerning  UCA,  the  first  objective  was  to 
determine  if  local  commands  within  the  three  military  services 
were  using  the  UCA  as  a  data  base  for  the  preparation  of  local 
reports  to  management  personnel.  A  questionnaire  (see 
Appendix  A)  was  designed  to  accomplish  this  objective.  The 
first  two  questions  were  designed  to  determine  if  local 
commands  used  UCA  input  data  or  the  Medical  Expense  and 
Performance  Report  (MEPR)  as  the  data  base.  The  next  two 
questions  were  designed  to  determine  if  feedback  to  individual 
departments  was  accomplished  using  UCA  input  data  or  the  MEPR 
as  a  data  base.  These  first  four  questions  would  determine  the 
extent  of  preparation  of  local  reports  and  feedback  to  depart¬ 
ments  to  validate  or  disprove  an  assumption  that  one  of  the 
reasons  the  UCA  was  not  perceived  to  be  of  benefit  was  because 
commands  were  not  using  the  data. 

The  fifth  question  was  designed  to  determine  who 
maintained  or  filed  the  MEPR  and  what  management  personnel 


received  it.  This  question  was  asked  to  obtain  a  concensus 
from  local  commands  on  whom  they  believed  should  see  the  final 
data.  For  those  commands  that  did  prepare  local  reports  using 
this  data  base,  it  was  important  to  determine  which  department 
prepared  them;  therefore,  a  sixth  question  was  added. 

In  order  to  determine  what  data  commands  considered 
most  valuable  in  the  MEPR  or  the  UCA  input  data,  two  more 
questions  were  developed.  These  questions  solicited  specific 
comments . 

To  further  assist  in  this  study,  two  additional 
questions  were  added  to  determine  if  MEPR  or  UCA  input  data  was 
used  to  accomplish  internal  comparisons  at  the  local  level. 
Finally,  it  was  important  to  determine  if  local  commands 
considered  the  MEPR  valuable  as  a  management  tool. 

The  remaining  question  does  not  relate  to  this  study. 
However,  since  the  questionnaire  would  be  mailed  to  various 
commands  in  the  three  services,  it  offered  an  excellent 
opportunity  for  the  Naval  Regional  Medical  Center,  Camp 
Pendleton,  California,  to  address  another  area  in  which  it  had 
an  interest.  Therefore,  the  last  question  was  added  as  a  rider 
to  the  research  questionnaire  and  the  responses  will  not  be 
used  in  this  research  project. 

Once  the  questionnaire  was  developed,  the  issue  of 
respondent  population  and  sample  size  was  addressed.  It  was 
necessary  to  obtain  results  from  all  three  services  since  the 
UCA  was  a  DOD  directed  program.  It  was  decided  to  consider  all 
military  hospitals  with  an  inpatient  capability  as  the 


16 


population  to  be  surveyed. 

The  population  to  be  surveyed  was  determined  to  be  169 
mi.litary  hospitals  with  inpatient  capability  and  included  all 
Army,  Navy  and  Air  Force  facilities.  To  determine  appropriate 
sample  size,  the  following  formula  was  developed: 

Nz^pq _ 

Equation:  n  =  .o  /«  i \  ^  2 

d'^  (N-1)  +  z'^pq 

n  =  Scunple  size  N  =  169  (Population  size) 

p  =*  Estimate  of  true  proportion  of  the  population 

that  are  using  MEPR  or  UCA  input  data  to  develop 
management  reports  at  the  local  level.  This  is 
estimated  at  0.25. 

q  =  1  -  p  or  0.75 

z  »  Value  to  be  used  for  a  95%  confidence  interval 

d  =  The  acceptable  width  of  the  difference  of  the 
sample  proportion  from  the  true  population 
proportion.  In  this  case,  it  will  be  plus  or 
minus  0.05. 


The  formula  thus  becomes: 

_  (169)  (1.96)^  (.25)  (.75) _ 

"  ~  (0.05)2  (]l69  -  1)  +  (1.  96)2  (.25)  (.75) 

n  =  107 


Based  on  this  determination  of  sample  size,  a  slightly 
larger  number  of  questionnaires  (111)  were  mailed. 


Objectives 

The  data  will  be  collected  and  analyzed  to  meet  the 
following  objectives: 

(1)  Establish  whether  or  not  commands  use  MEPR  or  UCA 
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input  data  to  generate  a  locally  prepared  report. 

(2)  Establish  whether  or  not  commands  provide  feedback 
to  individual  departments  using  either  MEPR  data  or  UCA  input 
data. 

(3)  Determine  which  top  management  personnel  are 
routed  the  quarterly  printout. 

(4)  Determine  whO/  in  the  case  of  commands  preparing 
reports,  actually  does  the  preparation. 

(5)  Establish  what  data  commands  desire  from  the  MEPR 
and  quarterly  printout. 

(6)  Establish  what  information  commands  perceive  as 
most  useful  from  the  quarterly  printout. 

(7)  Determine  the  percentage  of  commands  performing 
internal  comparisons  based  upon  UCA  input  data  or  the  MEPR. 

(8)  Establish  whether  commands  consider  the  MEPR  a 
useful  management  tool. 

(9)  Analyze  those  locally  prepared  reports  submitted 
with  the  questionnaire  for  those  activities  that  provided  them. 

(10)  Develop  a  management  report  based  on  the  results 
of  the  survey  to  meet  needs  of  local  activities. 

Footnotes 

^Richard  L.  Smith,  Management  Through  Accounting 
(Englewood  Cliffs:  Prentice-Hall  Inc.,  1962),  p.  8. 

Chart  of  Accounts  for  Hospitals  (Chicago;  American 
Hospital  Association,  [1973] ) ,  p.  1. 

^Joint  Study  of  the  Military  Health  Care  System  in 
Department  of  Defense  Uniform  Chart  of  Accounts  (DOD  6010. lOM) 
conducted  in  1973. 
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^BUMED  Uniform  Chart  of  Accounts  Implementation  Seminar, 
Oakland,  California,  November  1977. 

^In  gathering  this  information.  Comptrollers  of  several 
military  hospitals  on  the  West  Coast  were  informally  queried  on 
benefits  of  UCA. 

^Joseph  D.  Clancy,  "Hospital  Statistics  and  Utilization 
Review,"  Hospital  Accounting,  June  1966,  p.  22. 

^Harry  L.  Farris,  "Accountant's  Value  Lies  in  His  Ability 
to  Provide  Information,"  Southern  Hospitals,  May  1965,  pp.  50- 
60. 

Q 

Charles  T.  Andrews,  "Financial  and  Statistical  Reports 
for  Administrative  Decision-Making  in  Hospitals"  (Ph.D. 
dissertation.  Graduate  School  of  Business  Administration, 

Indiana  University,  1968;  Ann  Arbor,  Michigan:  University 
Microfilms  Inc. ) . 

Q 

^James  D.  Gallagher,  Management  Information  Systems  and 
the  Computer  (New  York:  American  Management  Association 
Incorporated,  1961),  p.  11. 

^®Andrews,  "Financial  and  Statistical  Reports  for 
Administrative  Decision-Making  in  Hospitals,"  pp.  129-132. 

^^Guides  to  Hospital  Administrative  Planning  and  Control 
Through  Accounting  { St . ""louisI  The  Catholic  Hospital  Association 
of  the  United  States  and  Canada,  p.2.  This  guide  was  the  result 
of  Research  Project  W-34,  sponsored  by  a  grant  from  the  United 
States  Public  Health  Service.) 
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II.  DISCUSSION 


Of  the  one  hundred  and  eleven  questionnaires  mailed  to 
Army,  Navy,  and  Air  Force  medical  treatment  facilities  with 
authorized  inpatient  capabilities,  eighty-six  were  returned. 

In  any  questionnaire  survey,  there  will  always  be  a  percentage 
of  non-response.  Usually,  percentages  of  less  than  twenty 
percent  are  ignored.^  In  this  survey,  a  response  rate  of 
eighty  percent  was  achieved. 

The  first  question  to  be  addressed  was  whether  or  not 
commands  prepared  a  local  management  report  using  the  MEPR  or 
UCA  input  data  as  the  information  base.  The  initial  assvunption 
upon  which  the  sample  size  determination  was  predicated  was 
that  seventy- five  percent  did  not  prepare  a  report.  Tables  1 
and  2  are  the  results  from  the  survey. 

TABLE  1. — Percentage  response  to  whether 
or  not  a  locally  prepared  report  is  made 
using  the  MEPR  as  a  data  base  (N=86) 

A  management  report  is  prepared  15% 

A  management  report  is  not  prepared  85% 

TABLE  2. — Percentage  response  to  whether  or 
not  a  locally  prepared  report  is  made  using 
UCA  input  data  as  the  data  base  {N=86) 

A  management  report  is  prepared  28% 

A  management  report  is  not  prepared  72% 
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As  can  be  seen  from  the  above  data,  the  number  of 
coiranands  not  using  the  MEPR  as  a  data  base  for  management 
reports  is  much  higher  than  the  original  assumption  of  seventy- 
five  percent.  In  the  case  of  -'sing  UCA  input  data  to  prepare  a 
management  report,  the  data  is  very  close  to  the  initial 
assumption.  These  percentages  seem  to  support  one  objective  of 
this  research,  that  commands  are  ignoring  these  valuable  sources 
of  information  for  management  reporting. 

Having  e‘?tablished  that  management  reports  are  not 
prepared  by  the  vast  majority  of  commands,  feedback  to 
Commanding  Officers  using  the  MEPR  and  UCA  input  infoirmation 
appears  to  be  lacking.  Equally  important,  feedback  to 
individual  departments  is  viewed  as  desirable.  To  determine 
whether  or  not  feedback  to  individual  departments  which  provide 
the  UCA  workload  statistics  is  being  accomplished,  two 
additional  questions  were  asked  of  the  respondents.  Tables  3 
and  4  below  are  the  results  of  the  survey. 

TABLE  3. — Percentage  response  to 
whether  or  not  feedback  to  indi¬ 
vidual  departments  is  provided 
using  the  MEPR  as  the  data  base 
(N=86) 

Feedback  is  provided  23% 

Feedback  is  not  provided 


77% 


TABLE  4. — Percentage  response  to 
whether  or  not  feedback  to  indi¬ 
vidual  departments  is  provided 
using  UCA  input  data  as  the  data 
base  (N=86) 

Feedback  is  provided  39% 

Feedback  is  not  provided  61% 

It  can  be  seen  from  the  tables  that  the  percentage  of 
commands  that  use  the  MEPR  to  provide  feedback  to  individual 
departments  is  very  close  to  the  initial  assumption  of  twenty- 
five  percent.  In  the  case  of  using  the  actual  UCA  input  data, 
the  percentage  is  slightly  higher.  Because  feedback  is 
considered  desirable  to  both  Commanding  Officers  in  the  form  of 
a  management  report  (analysis)  and  to  individual  departments 
who  collect  and  report  the  data  (in  terms  of  understanding, 
compliance  and  internal  management) ,  it  has  been  established 
that  the  vast  majority  of  commands  do  not  accomplish  these 
tasks.  This  data  tends  to  support  one  assumption  of  this 
research;  that  there  is  a  need  for  MEPR  and  UCA  feedback  to 
both  top  management  personnel  and  individual  departments. 

Drucker  indicates  that  a  prerequisite  for  worker 
(or  department)  ref-ponsibixity  is  feedback  information  on 
performance.  Responsibility  is  said  to  require  self  control. 
This  requires  continuous  feedback  information  on  performance 
based  on  standards.^ 

Having  established  the  fact  that  the  vast  majority  of 
commands  do  not  use  the  MEPR  or  UCA  input  data  to  provide 
information  to  top  management  or  individual  departments,  it  was 
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next  desired  to  determine  where  the  MEPR  was  routed  upon 
receipt  by  the  medical  treatment  center.  Determining  who  in 
the  organization  actually  saw  the  MEPR  was  considered  key  in 
assessing  visibility  of  the  Uniform  Chart  of  Accounts.  The 
perception  by  hospital  administrators  prior  to  administering 
the  survey  questionnaire  was  that  the  Uniform  Chart  of  Accounts 
was  not  widely  known  or  supported  throughout  the  command. 

Table  5  reports  the  results. 

TABLE  5. — A  percentage  response  to  the 
question  of  who  the  MEPR  is  routed  to 
within  the  organization  (N=86) 


Commanding  Officer 

51% 

Administrator  (XO  or 

DAS) 

35% 

Comptroller 

96% 

Director  of  Clinical 

Services 

6% 

Personnel 

4% 

Director  of  Nursing 

1% 

Data  Processing  Officer 

1% 

Internal  Review 

1% 

The  fact  that  Commanding  Officers  see  the  MEPR  in 
approximately  half  of  the  commands  and  the  administrator  only 
thirty-five  percent  of  the  time  certainly  appears  to  support 
the  assumption  among  administrators  prior  to  the  survey  that 
the  Uniform  Chart  of  Accounts  suffered  from  low  visibility. 
This  low  visibility  could  also  contribute  to  the  impression 
among  administrators  that  the  Uniform  Chart  of  Accounts  lacks 
local  support  and  understanding.  It  is  interesting  to  note 
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that  the  Director  of  Clinical  Services  and  the  Director  of 
Nursing  rarely  see  this  report,  yet  play  such  key  roles  in  the 
accurate  reporting  of  UCA  data. 

To  ascertain  what  department  prepared  local  management 
reports  for  those  activities  indicating  that  they  were  being 
accomplished,  it  was  useful  to  determine  which  departments 
prepared  them.  This  question  was  asked  to  see  if  a  trend  could 
be  revealed  that  would  be  helpful  to  the  research.  Table  6 
below  indicates  the  results: 

TABLE  6. — A  percentage  response  of  those 
activities  that  do  prepare  a  local 
management  report  to  determine  which/ 
what  department  does  the  preparation 


Comptroller  24% 
Resource  Management  Office  52% 
Medical  Resource  Management  Office  4% 
Management  Analysis  Office  4% 
Fiscal  and  Supply  Office  6% 
Other  0% 


The  data  suggests  that  preparation  of  local  management 
reports  originate  within  the  fiscal  arena,  without  exception, 
the  differences  in  terminology  are  probably  attributable  to 
service  designations.  The  results  are  not  surprising  and 
certainly  do  not  indicate  a  trend  away  from  the  customary 
method  of  having  financial  reports  prepared  by  the  comptroller/ 
fiscal  office. 

Because  the  data  is  presented  in  such  a  voluminous 
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format,  this  probably  contributes  to  why  it  is  not  being 
completely  understood  when  seen  by  management  personnel.  To 
determine  what  information  commands  consider  most  useful  in  the 
HEPR,  a  question  regarding  this  was  posed.  Similarly,  a 
question  was  posed  as  to  what  the  most  useful  information  was 
in  the  UCA  input.  The  MEPR  format  cannot  be  controlled  but  UCA 
input  information  format  can,  and  a  comparison  was  deemed 
necessary  to  see  if  any  significant  differences  surfaced.  The 
results  are  tabulated  in  Tables  7  and  8  below. 

TABLE  7. — The  seven  most  frequent 
responses  to  the  question  of  what 
data  the  command  considered  most 


useful  in  the  MEPR 

Workload  and  Expenses  17 
Unit  Cost  Reports  9 
Comparisons  with  Other  Activities  6 
Ancillary  Service  Utilization  5 
Clinic  Visits  4 
Special  Programs  3 
Trends,  Narrative,  Stepdown  2 


TABLE  8. — The  seven  most  frequent 
responses  to  the  question  of  what 
data  is  most  useful  in  UCA  input 
collection 


Workload  Reports  12 
Unit  Cost  Reports  7 
Ancillary  Utilization  7 
Expenses  7 
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TABLE  8 — Continued 

Occupies  Bed  Days  6 

Cost  per  Unit  Data  4 

Internal  Comparisons  4 

As  can  be  seen  from  the  data,  the  responses  are  similar, 
with  only  minor  variations.  Overall,  workload,  expenses  and 
unit  costs  were  most  frequently  cited  as  being  useful  informa¬ 
tion  from  both  the  MEPR  and  the  UCA  input  data.  It  would 
follow  that  any  management  report  developed  from  these  sources 
should  include  this  information.  Likewise,  the  remainder  of 
responses  indicate  a  desire  to  use  this  data  for  management 
purposes.  Since  thesv,  responses  indicate  the  most  frequent 
responses,  the  development  of  a  management  report  to  include 
this  information  is  considered  essential  and  the  results  will 
be  used  to  develop  such  a  report. 

One  of  the  stated  objectives  of  the  Uniform  Chart  of 
Accounts  is  to  provide  a  means  of  measuring  performance  for 
internal  comparisons.  The  survey  questionnaire  also  asked 
the  medical  treatment  facilities  whether  or  not  internal 
comparisons  were  being  accomplished  using  the  MEPR  or  the  UCA 
input  data.  Table  9  shows  the  results  obtained. 
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TABLE  9.'-A  percentage  of  response  to  the 
question  of  whether  or  not  internal  com¬ 
parisons  were  being  accomplished  using  the 
MEPR  or  UCA  input  data  (N=86) 


Internal  comparisons  accomplished  using 

the  MEPR  23% 

Internal  comparisons  not  accomplished  using 

the  MEPR  77% 

Internal  comparisons  accomplished  using  UCA 

input  data  46% 

Internal  comparisons  not  accomplished  using 

UCA  input  data  54% 


The  data  shows  more  internal  comparisons  being 
accomplished  using  UCA  input  data  than  the  MEPR.  Because  of 
format,  the  MEPR  probably  does  not  lend  itself  well  to  doing 
internal  comparisons  since  it  is  very  general  in  nature  as 
opposed  to  the  volume  of  raw  input  data  collected  in  workload 
reporting.  It  is  still  surprising  that  the  majority  of  commands 
do  not  take  advantage  of  the  opportunity  to  accomplish  internal 
review.  The  value  of  internal  comparison  appears  obvious  to 
management  decision-making  where  evaluation  of  data  is  a  basis 
for  making  decisions. 

The  last  question  in  the  questionnaire  dealt  with  the 
usefulness  of  the  MEPR  as  a  management  tool.  Table  10  tabulates 
the  responses. 
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TABLE  10. — A  percentage  response  to  the 
question  of  whether  the  command  found 
the  MEPR  to  be  very  useful,  generally 
useful  if  not  useful  as  a  management  tool 

(N=86) 


Very  useful 

5% 

Generally  useful 

38% 

Not  useful 

57% 

That  over  fifty  percent  of  the  commands  felt  that  the 
MEPR  was  not  useful  is  considered  significant.  It  is  surmised 
that  the  difficulty  in  understanding  the  format,  the  low 
visibility  and  support  at  the  local  level,  and  the  fact  that 
the  local  commands  generally  do  not  prepare  a  management  report 
based  on  this  data  base  are  contributing  factors. 

The  interpretation  of  the  data  strongly  supports  the 
need  for  a  management  information  report  to  be  developed  for 
use  by  top  management  officials.  Additionally,  the  management 
information  report  must  be  presented  when  and  where  it  has  the 
most  value  for  decision-making  and  in  a  format  that  is  easily 
comprehended  in  a  minimum  amount  of  time.  Because  presentation 
of  the  data  at  the  appropriate  place  and  time  will  vary  within 
commands,  this  will  and  should  be  determined  by  the  users  of 
the  data.  Thus,  this  study  will  focus  on  the  content  and 
design  format  of  the  Management  Information  Report. 


Content 


Design  Criteria  of  the  Management 
Information  Report 


Tables  7  and  8  contain  what  surveyed  commands  indicated 
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to  be  the  information  that  was  most  important  to  them. 
Therefore,  the  management  information  report  will  provide  for 
the  extraction  of  display  of  the  below  data: 

Occupied  Bed  Days  (Workload) 

Admissions  (Workload) 

Average  Length  of  Patient  Stay  (Workload) 

Medical  Supply  Costs  (Expenses) 

Cost  of  Rations  Served  (Expenses) 

Visits  and  Supply  Dollars  (Workload/Expenses) 

Weighted  Laboratory  Procedures  (Workload) 


Format 

Because  the  data  within  the  UCA  system  is  so  voltmiinous 
and  complex  in  its  current  format,  simplification  will  be  the 
key  to  the  design.  In  keeping  with  the  requirement  that  the 
format  should  be  easily  understood  in  a  minimum  amount  of  time, 
the  graphic  display  lends  itself  ideally  to  this  situation. 

Each  of  the  following  graphic  displays  will  provide  for 
basic  identification  of  information  presented.  Actual  data  will 
be  used  based  on  UCA  operation  at  the  Naval  Regional  Medical 
Center,  Camp  Pendleton,  California.  Each  display  will  contain 
information  indicated  in  the  survey  as  the  most  useful  to 
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Figures  one  through  seven  are  representative  of  the 
areas  that  were  identified  in  the  collection  of  data  in  this 
research  effort  and  are  certainly  not  exhaustive.  They  are, 
however,  readily  adaptable  to  specific  areas  of  the  Uniform 
Chart  of  Accounts,  should  top  management  personnel  desire 
specific  infonnation  in  various  other  areas.  The  management 
report  developed  from  the  information  contained  in  the  Uniform 
Chart  of  Accounts  System  should  contain  a  cover  sheet,  a  table 
of  contents,  a  list  of  figures  and  other  identifying  data  that 
the  usual  reports  include  uad  since  format  restrictions  do  not 
exist,  they  can  be  developed  to  meet  local  needs. 

Footnotes 

^Stephen  Issac,  Handbook  in  Research  and  Evaluation 
(San  Diego,  California;  Edits  Publishers,  1980) ,  p.  937 

Peter  F.  Drucker,  Management,  Tasks,  Responsibilities 
and  Practices  (New  York:  Harper  &  Row,  Publishers,  1974) , 

p.  268. 
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III.  CONCLUSION 


The  Uniform  Chart  of  Accounts  System  is  a  management 
tool  that  is  not  being  utilized  to  maximum  benefit  within  the 
military  services.  The  research  data  indicates  that  fully 
eighty- five  percent  of  commands  surveyed  do  not  prepare  a 
management  report  using  the  MEPR  as  a  data  base.  The  data 
further  indicates  that  a  management  report  is  not  made  using 
the  information  collected  locally  for  UCA  submission.  Feedback 
to  the  providers  of  the  locally  collected  data  is  not  done  by 
the  majority  of  commands.  Commanding  Officers  see  the  MEPR  in 
only  half  of  the  medical  facilities  and  the  Administrator  only 
thirty-five  percent  of  the  time.  Internal  review,  a  UCA 
mandate,  is  only  accomplished  by  half  of  the  commands  surveyed. 
Only  five  percent  of  the  commands  surveyed  indicated  that  the 
MEPR  was  useful  as  a  management  tool,  thirty-eight  percent 
indicated  that  it  was  generally  useful  and  fifty-seven  percent 
indicated  that  it  was  not  useful. 

Commands  surveyed  did  indicate  that  there  were  areas 
within  the  Uniform  Chart  of  Accounts  they  considered  useful 
and  specifically  identified  them.  The  benefits  expected  to 
result  from  the  appropriate  use  of  the  Uniform  Chart  of  Accounts 
are; 

(1)  Cost  awareness. 

(2)  More  current,  accurate,  and  complete  expense 
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(3)  Expense  assignment  to  the  work  center  that  incurs 
the  expense. 

(4)  Cost  effectiveness  evaluation. 

(5)  More  effective  decision-making  when  cost  or 
performance  is  a  factor. 

(6)  Better  comparisons  with  other  facilities. 

(7)  Reliable  and  relevant  management  information. 

It  logically  follows  that  there  is  a  need  for  a  locally 
prepared  management  report  in  light  of  expected  benefits  and 
the  results  of  the  survey. 

The  problem  was  to  determine  the  best  way  to  design  a 
uniform  management  report  that  would  provide  meaningful  informa¬ 
tion  feedback  to  Commanding  Officers  and  individual  departments 
using  the  Medical  Expense  and  Performance  Report  (MEPR)  as  the 
data  base. 

The  written  report  is  the  principle  vehicle  for  trans¬ 
mitting  financial  data  to  managers  in  order  to  make  business 
decisions.  The  format  for  reports  are  critical  to  the  manager's 
ability  to  understand  them.  The  arrangement  of  information,  for 
quick  comprehension  was  a  key  factor.  Wider  use  of  graphic 
presentations  were  ■:onsidered  ideal  where  trends  and  deviations 
from  established  baseline  were  more  important  than  actual 
mathematical  accuracy. 

Figures  one  through  seven  were  developed  as  a  format 
which  met  most  of  the  requirements  for  grasping  information  at 
a  glance.  They  represent  the  typical  areas  identified  as 
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useful  to  and  desired  by  commands.  The  types  of  information 
displayed  can  be  readily  adapted  to  display  most  of  the 
information  contained  in  the  Uniform  Chart  of  Accounts.  In 
this  manner,  the  design  is  considered  an  excellent  method  to 
convey  UCA  information  to  Commanding  Officers  and  other  manage¬ 
ment  personnel  in  order  to  enhance  the  decision-making  process. 
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OCA  aSSSAAC3  CCSStlOMUAiaS 


Activity 

UCA  Cooedinatoc 


Aatovon 


1.  Do«s  your  activity  9«n«eata  a  Locally  pea^asad  raoost 
to  tne  CommandiAg  0f£icac  usin^  the  HS7a.  aa  tha  data  base? 
(If  yes  •  please  attach  a  sanple) 


2.  Does  your  activity  prepare  a  Local  report  to  the 
Conmanding  Officer  using  OCA  input  data  as  the  data  base? 
(If  yes  -  please  attach  a  sample) 


3.  Does  your  activity  provide  feedbaclc  to  individual 
departments  using  the  HSFK  as  the  data  base?  yes- 
explain) 


4.  Does  your  activity  provide  feedbacic  to  individual  depar¬ 
tments  using  OCA  input  as  the  data  base?  (If  yes  -  explain) 


3.  Who  is  the  HSP3.  routed  to  and  what  department  files/ 
maintains  it? 
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11.  ?l«as«  explain  how  coshs  lor  free  receipts  ere 
identified  and  obtained.. 


Please  retvisn  this  questionnaire  to: 


Cosaandinq  Officer 

Naval  ilegional  Hedical  Center 

Caap  Pendleton,  California  92055 
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